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THE HISTORICAL DEVELOPMENT OF NATIONAL 
EXPENDITURES 

HERBERT D. BROWN 
Chief of the United States Bureau of Efficiency, Washington, D. C. 

THE most salient fact concerning the expenditures of the 
federal government of the United States, historically 
considered, is their enormous and unceasing expansion. 
In 1 791 the total of expenditures for ordinary purposes, ex- 
clusive of the postal expenses, was a little over three million 
dollars. ( I wish to say at this point that the figures that I shall 
give in this paper exclude all postal revenues and expenditures. ) 
It was not until 1800 that the total had risen to above ten 
million dollars. The average annual expenditure during the 
first decade was about five millions. Today, a century and a 
quarter later, the annual total is above five billion dollars. 
We are now spending on the average one billion of dollars for 
each million of dollars that was expended in the early years 
of the Republic — one thousand times as much. 

The expansion in spending has been accelerated as time has 
passed. Only twice in the twenty years preceding 1 812, did 
federal expenditures reach a total of ten millions a year. In 
the forty years which followed, up to 1845, the average was 
about twenty millions a year. By i860, the outgo was ap- 
proximately sixty millions. After the Civil War the amount 
came to about three hundred millions. At the beginning of 
the twentieth century it had reached half a billion. By 191 5 
it had crept up to three-quarters of a billion. Today it is five 
billions, with no prospect, even under the most favorable cir- 
cumstances, of falling below four billions for many years. 
The estimates of the Secretary of the Treasury for next year, 
1922, are four and a half billion dollars, with no provision for 
soldiers' bonuses. 

Of course, this increase has not been uniform. Bulges in 
the curve of increase occur at the time of every war — the War 
of 18 12, the Mexican War, the Civil War, the Spanish-Ameri- 
can War, and the World War. In each case, after the cessation 
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of hostilities, expenditures have declined once more; but they 
have never fallen to prewar levels. 

The mere fact of expansion itself is not very significant. 
When the Constitution was adopted, and the federal govern- 
ment established, the United States consisted of a few million 
citizens dwelling along the Atlantic seaboard. Since then the 
territorial sovereignty of the United States has been extended 
across the entire continent ; and overseas possessions have been 
acquired. The population of continental United States has 
grown to a total of over one hundred and seven millions. The 
national wealth of the country has multiplied many fold in the 
last century, while the purchasing power of the dollar has 
fallen greatly. And furthermore there has been an unremit- 
ting endeavor to widen the scope and character of the activities 
of the federal government. Naturally our expenditures have 
had to increase. 

In the year 1789, three executive departments, State, War, 
and Treasury, were established, together with two executive 
offices, the office of the Attorney- General and the office of 
the Postmaster- General. In the year 1798 the Navy Depart- 
ment was established. Beginning about the middle of the 
nineteenth century, other departments were created : the In- 
terior Department in 1849, the Department of Justice in 1870, 
the Department of Agriculture in 1889, the Department of 
Commerce and Labor in 1903, and the Department of Labor 
in 191 3. In the meantime more and more independent estab- 
lishments, that is, executive offices not under the jurisdiction of 
any department, were created, until the number now exceeds 
thirty. 

And this only tells a part of the story. The real growth 
has been in the kinds of the activities that have been added 
to the work of the national government. A few of the under- 
takings that have been started within the last generation are: 
the regulation of railroads through the Interstate Commerce 
Commission ; the regulation of trade practices through the Fed- 
eral Trade Commission ; the administration of the civil service 
law through the Civil Service Commission ; the enforcement 
of the pure food and drugs act through the Department of 
Agriculture; the supervision of national sanitation and health 
through the Public Health Service; the promotion of foreign 
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trade through the Bureau of Foreign and Domestic Commerce; 
and the enforcement of the Volsted prohibition act, through 
the Bureau of Internal Revenue. These are only a few of 
the innumerable additions that have been made from time to 
time to the functions of the executive departments. 

Other additions and functions are today being made, or 
urged, most of them very proper activities which can be de- 
scribed as regulatory, educational, or scientific and investiga- 
tive. But they all cost money. Furthermore, the primary 
operations of the government have grown constantly more 
expensive, notably the operations of the War and Navy De- 
partments. Invention and scientific progress have rendered 
the art of war, and the means of defense both on land and 
sea, highly technical and costly. 

All these facts must be kept in mind when we contemplate 
the astonishing increase in the cost of our federal govern- 
ment. And yet that increase is startling enough. In 1795 
the per capita share of the annual expenditures was approxi- 
mately $1.34; in 1850 it was approximately $2.25; in 1885 it 
was approximately $5.66; in 1900 it was approximately $8.17; 
in 1910 it was approximately $10.12. Today, in 192 1, the 
per capita share of the annual expenditures of the federal gov- 
ernment is approximately $47.65. The increase itself is ar- 
resting. But it is the fact of tremendous acceleration in recent 
years that really gives us pause. 

Likewise the amount of the interest-bearing debt of the 
United States has been steadily climbing. Generally speaking, 
this debt has grown as the country has grown ; but it has shown 
great fluctuations. After each war there is a sharp upward 
trend, followed by a slow decline, which never is permitted 
to continue long enough to achieve the previous low levels be- 
fore a new war occurs. 

In 1 791 the public debt of the United States was $75,169,974. 
The amount varied a little up and down until 18 10. By 181 2 
it had been shaved to $45,035,023. The War of 1812-1814 
pushed the amount up to $108,745,818 in 1816, and to $115,- 
807,805 in 1 81 7. By 1830 this amount had been gradually 
worked down to $48,565,406. In 1857 it was as low as $28,- 
460,958. The Civil War lifted the national debt to 365 mil- 
lions in 1862; 707 millions in 1863; 1,360 millions in 1864; 
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2,221 millions in 1865; 2,332 millions in 1866. This last 
figure was the high-water mark following the Civil War. It 
necessitated an interest payment for that year of $146,068,196. 
The total amount of the public debt first fell below two billions 
in 1 87 1. But by 1888 it had fallen to one billion of dollars 
and it continued to stand at something less than one billion 
until 1916. In that year the total amount of the interest- 
bearing public debt was $971,562,590. Then came the un- 
precedented expenditures of the war with the Central powers. 
In 191 7 the debt went to nearly three billions ; in 1918 to nearly 
twelve billions; and in 1919 to over twenty-five billions. It 
is now approximately twenty-four billions. The amount of 
the annual interest charge in 1920 was $1,016,592,219. 

It is safe to say, therefore, that the public debt of the 
United States has always been the product of war. In each 
interval of peace, progress has been made in whittling down 
the amount. This progress, however, has been in every case 
arrested, before it has gone far enough to make the elimination 
of the burden possible, by the occurrence of a new, and un- 
fortunately a more expensive, conflict. The only condition 
that would give any assurance that the debt of the United 
States could be wiped out, or could be brought to such small 
proportions that it would cause little concern, would be a pro- 
longed period of peace and commercial activity. 

Within the last two years, two analyses have been made of 
government expenditures, which show that the chief extra- 
vagance in public offices is not the one most frequently men- 
tioned, that is, waste due to improper organization but some- 
thing quite different. The first of these analyses was made 
by Dr. Edward B. Rosa of the Bureau of Standards and cov- 
ered expenditures for the fiscal year 1920; the second was made 
by the Bureau of Efficiency and covers appropriations for the 
current fiscal year of 192 1. In the fiscal year ended June 30, 
1920, out of a total of $5,686,005,705 spent, the sum of $3,- 
855,482,385, or 67.8 per cent went for expenses arising from the 
recent and from previous wars. The interest on the public debt 
took over a billion dollars ; the federal control of transporta- 
tion, over a billion ; the United States shipping program, 686 
millions; pension and War Risk Insurance payments, 337 mil- 
lions ; and so on through a number of smaller items. The War 
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and Navy Departments combined expended $1,424,138,676, or 
about 25 per cent of the total. It is fair to say, therefore, that 
approximately 92 per cent of the expenditures of 1920 was 
absorbed in paying for past wars and providing for national 
defense. This left only $406,384,443, out of a total of five and 
two-thirds billions, or about 8 per cent, to maintain the legis- 
lative and judicial branches of the government and to carry on 
all the civilian activities, including public works, promotion of 
trade and agriculture, and the supervision of health, education, 
and research, of the executive departments. The fiscal year 
1920 was, of course, an abnormal year, since our heaviest war 
contracts were settled in that year. But of the appropriations 
for the current fiscal year, which will end June 30, 1921, 88 
per cent are for war purposes, past or future. The total cost 
of maintaining the civilian establishment of the government, 
outside of the expenses for public works, does not run above 
250 millions of dollars a year in these times. These percentages 
afford food for thought for those who imagine that government 
expenditures can be drastically reduced by a reorganization of 
the executive departments, or by the institution of a budget sys- 
tem, or by the introduction of more economical and efficient 
methods in governmental business. 

In war time the expenditures have always, in our history, 
made sudden and unprecedented leaps ; in war time the public 
purse has no puckering strings. Our financial experience dur- 
ing the recent world war is not, indeed, unique. It finds a re- 
markable parallel in the Civil War, and to some extent in the 
other wars that this Nation has fought. This parallel can best 
be brought out by contrasting the expenditures during the 
course of a war with the expenditures in the years immediately 
preceding. This comparison can be made most accurately by 
taking the total expenditure of the government in the second 
year preceding the outbreak of war as the base and computing 
the index figures for the years immediately following. 

Our second war with England broke out in 1812 ; the Mexi- 
can War in 1846; the Civil War in 1861 ; the Spanish- American 
War in 1 898. We entered the World War in 1 9 1 7. The index 
figures of expenditures for the War of 1812 run as follows: 
1810, 100; 1812, 239; 1813, 374; 1814, 410. This last year 
of the war was the peak; but after the War of 181 2 as after 
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subsequent wars the expenditures remained high for some 
years. In 181 5 the index figure, still using 18 10 as a base, was 
389; in 1816, 368. In 181 7 it had dropped to 236. 

For the Mexican War similar index figures are as follows: 
1844, IO °; 1846, 118; 1847, 2 4 2 ; 1848, 212; 1849, 193; 1850, 
182. Here again we have a sharp increase at the outbreak of 
the war, a steady climb to the end of the war, and then a 
decline that is gradual rather than steep. 

The Civil War was more severely contested and was fought 
on a larger scale. The index figures for the Civil War are 
as follows: 1859, 100 \ 1861,96; 1862, 726; 1863, 1,119; 1864, 
1,346; 1865, 2,017; 1866, 809; 1867, 535; 1868, 570. The 
peak in the Civil War, it should be noted, is the high index 
figure of 2,017, using the expenditure of a normal prewar 
year as the base. 

The Spanish-American War began in April 1898 and ended 
in December of the same year. Its brevity prevented it from 
exercising so marked an effect upon expenditures as previous 
conflicts. The index figures follow: 1896, 100; 1898, 126; 
1899, 174; 1900, 140; 1901, 147. 

In the World War the expenditure for 191 5, approximately 
$724,763,000, is taken as the base. The index figures then 
are: 1915, 100; 1917, 285; 1918, 1,899; 19*9, 2,610; 1920, 
847; 192 1, (estimated) 691. The expenditures in the World 
War reached the staggering total in the one year of 1919 of 
nearly nineteen billions of dollars. The index figure for this 
year, using a normal prewar year as the base, is 2,610, whereas 
the peak year in the Civil War, 1865, shows an index figure, 
computed on a similar basis, of 2,017. Yet there is a remark- 
able parallelism between the two wars. Let me repeat the 
index figures for the years 1864-67, and the years 1918-21; 
1864, 1,346; 1865, 2,017; 1866, 809; 1867, 535. The later 
series runs: 1918, 1,899; I 9 I 9, 2,610; 1920, 847; 1921, 691. 
Undoubtedly, if the expenditures of the United States had not 
been swelled during the last war by loans to foreign govern- 
ments, the similarity between the index figures for the Civil 
War and for the last war would be even closer. 

In general, it may be said that war is the great consumer of 
public revenues, and that invariably war brings in its train 
obligations that prevent expenditures from falling to anything 
like prewar levels in the succeeding years. 
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Another statistical approach to the historical aspects of war 
expenditures consists in comparing the percentages of expen- 
ditures for the Army and Navy with the total expenditures, 
exclusive of postal, during prewar years, during war years, and 
during post-war years. For example, in 1810, two years be- 
fore the War of 181 2 began, the expenditure of the War and 
Navy Departments was 46.6 per cent of the total ordinary ex- 
penditures for that year. In 181 2, the percentage for the War 
and Navy Departments had risen to 77.8; in 1813, it was 
82.3; in 1814, it was 79.7. After the war, the percentage re- 
mained high, but began to decline. In 1815, it was 71.2; in 
1816, it was 63.6; in 1817, it was 56.6. By 1820 it had fallen 
to the new low level of 38.4. 

In 1844, two years before the Mexican War, the percentage 
of expenditures for the War and Navy Departments of the total 
ordinary expenditures was 52.1. In 1846, it was 63.8; in 1847, 
80.4; in 1848, 78. It dropped in 1849 to 5°^ and in 1850 to 43. 

In 1859, the percentage of expenditures for the War and 
Navy Departments of the total ordinary expenditures was 59. 
In 1862, it had reached 92.7; and in 1863, 92.8. In 1864, it 
was 89.8; in 1865, it was 89.1. It fell to 62.9 in 1866 and to 
36.7 in 1867. By 1871 the percentage had declined to 19.9. 

The Spanish-American War was peculiar in that the per- 
centage of expenditures for the War and Navy Departments of 
the total ordinary expenditures never went above 50. In 1896, 
the percentage was 22.7; in 1898, the percentage was 34.9; in 
1899, the percentage was 49.2; in 1900, the percentage was 
39.6. The Spanish-American War was a brief, sharp struggle 
which did not last long enough to call forth or require the full 
energies of the American people. 

The percentages for the World War are interesting on ac- 
count of the fact that the percentages of expenditures for actual 
operations, that is for the War and Navy Departments, were 
never extremely high, despite the fact that over nine billions 
of dollars were expended for the Army in 1919 and over two 
billions for the Navy in that same year. The percentage of 
the total expenditures was, in this peak year, 59. 5, whereas in 
the Civil War the same percentage stood above 92. during two 
successive years, 1862 and 1863, and stood above 89. in the two 
following years, 1864 and 1865. This may be explained partly 
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by the fact that our expenditures during the World War in- 
cluded heavy loans to our associates in the conflict. It may 
also be explained in part by the fact that the nature of war has 
changed to some extent and involves greater exertions on the 
part of the civilian population, so that part of the expenditures 
which really go for war purposes are not made through the 
War and Navy Departments. 

The percentages of expenditure by the War and Navy De- 
partments of total ordinary expenditures for the last few years 
are as follows : 1916,44.5; 1917, 33.7; 1918, 51.2; 1919, 59.5; 
1920, 28.1; 1921, (estimated) 34.4. In other words, our ex- 
penditures for the War and Navy Departments today, in 192 1, 
do not bear a substantially larger proportion, 34.4 per cent, 
to the total expenditures of the Government than they did in 
191 7, when the percentage was 33.7. This is simply another 
way of saying that the aftermath of a great war is so costly 
that it can conceal in percentages even a vast expansion in 
armament. This expansion has taken place. In 1 916 we were 
paying for our Army approximately $164,636,000. In 192 1 
we were paying for our Army approximately $1,027,750,000. 
In 191 6 we were paying for our Navy $155,029,000. In 192 1 
we were paying for our Navy approximately $697,500,000. 

I take it that the value of an historical survey of the ex- 
penditures of the federal government lies chiefly in the lessons 
that it affords for the present and the future. If this be true, 
and taking a long view of the situation, we may safely conclude 
that by far the most important step that we may take toward 
eventual savings is the avoidance of further wars. In the last 
century and a quarter the great increases in the expenditures 
of the federal government have synchronized with the occur- 
rence of wars. Even small wars have caused expenditures to 
mount rapidly, and great wars have made them soar. After 
each war, expenditures have been reduced somewhat under the 
pressure, no doubt, of an economy drive such as we are wit- 
nessing today. Before retrenchment and prosperity have en- 
abled us to return to a normal rate of expenditure, however, 
another war has forced us into fresh extravagances and has 
loaded us with new debts. 

One of the characteristics of war psychology is the reckless- 
ness with which money is poured out. People feel, during a 
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war crisis, that no sacrifice is too great, and no outlay too large, 
so long as victory is achieved. No hesitation is felt about im- 
posing the highest taxes that can be collected, issuing the great- 
est volume of paper money that can be absorbed, or raising the 
largest loans that can be floated. All this is, of course, more 
or less inevitable. It is inseparable from the nature of war 
itself. In war time the military authorities, from the President 
down, absorb practically the entire direction of the govern- 
ment. During the last war I remember hearing the Chairman 
of the Committee on Appropriations of the House of Repre- 
sentatives say that his Committee, and Congress as a whole, did 
not dare to reduce materially the estimates of the officers of 
the Army and the Navy, even though these officers were asking 
for hundreds of millions every week. He said further that 
should Congress fail promptly to appropriate as much as was 
asked and then any reverse was suffered, the people would 
throw all the blame on the legislature. There is enough truth 
in what he said to make it certain that in any war no brakes 
can be put upon expenditures. 

The only way to avoid these orgies of extravagance, the 
burdens of which fall alike on present and future generations, 
is to prevent wars or to refrain from entering wars. This is 
the paramount problem of statesmen and economists. No other 
question in the world is so vital. We have come to a time in the 
history of mankind when not the progress of civilization but 
the actual preservation of civilization is the subject which 
bodies like the Academy must consider. 

The more immediate aspect of our problem is how to reduce 
the swollen expenditures which the national government is 
making today and in that way reduce taxes, direct and indirect. 
The principal suggestions that have been put forward for the 
accomplishment of this purpose are: 

( 1 ) Reduction in military and naval expenditures. 

(2) Reduction in the interest charges on the public debt. 

(3) A more stringent policy in respect to enlarging or in- 
creasing functions of government and rendering assistance to 
private enterprise, particularly to railroads, to shipping, and 
to agriculture. 

(4) Reorganization of the executive departments and field 
agencies to the end that waste, extravagance, and duplication 
may be eliminated. 
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(5) The establishment of a national budget system. 

(6) Recovery of at least a part of the moneys, amounting to 
about ten billion dollars, loaned to European nations during 
the late war. 

I shall not attempt to discuss the foregoing proposals in 
detail lest I trench upon the province of succeeding speakers. 
It is plain that the chief way to reduce taxes is to reduce the 
military and naval expenditures, since 20 per cent of our ap- 
propriations this year are for military and naval purposes, and 
68 per cent for past wars. Reduction in interest charges on 
the public debt is a matter for the consideration of financial 
experts. The various proposals for government bonuses and 
aid to private enterprise in the field, for instance, of trans- 
portation, shipping, and agriculture, will be discussed by other 
speakers on the program. The reorganization of the executive 
departments is a problem to which the Bureau of Efficiency has 
given a great deal of study and on which it has collected a large 
amount of data. A Joint Congressional Committee composed 
of three members of the Senate and three members of the 
House of Representatives, to which has been added a repre- 
sentative of the Executive, is now at work on the details of a 
program for reorganization, and the data collected by the 
Bureau of Efficiency has been placed at its disposal. A bill 
establishing a national budget system passed the last Congress 
and failed only through Executive veto. A budget bill has 
passed both Houses of this Congress and is now in the hands 
of the conferees. 1 Recovery of the moneys, in whole or in part, 
loaned to other nations during the last war, is a subject that 
will have to be settled by those who control our foreign policy. 

An historical survey of the expenditures and financial his- 
tory of the federal government convinces us that something 
may be done to lower the costs of present-day administration ; 
but that not so much can be accomplished as is often believed 
by sanguine and untrained observers. I have myself for many 
years been attempting, in a modest way, to effect economies 
through the introduction of better and more efficient methods 
in the business of the departments and independent establish- 
ments at Washington. I know that substantial reductions in 

* It became law June 10, 1921. 
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expense may be accomplished by painstaking and special effort, 
but I also know that nothing revolutionary can be accomplished 
by these means so long as obligations necessitating the expendi- 
ture of hundreds of millions of dollars are incurred every year 
or two. It seems to me, if I may be permitted to say so, that 
persons who come into the government fresh from other fields 
of endeavor or, more particularly, who view the processes of 
government from a distance, sometimes have a tendency to 
imagine that enormous cuts in expenditures can be effected 
without difficulty and to believe that they have discovered some 
magic remedy for what they term government waste and ex- 
travagance, which, curiously enough, has escaped the attention 
of those who are struggling with the problem in Congress and 
in the executive branch of the government day after day and 
month after month. I do not wish to disparage these persons ; 
they often furnish the enthusiasm and initiative which bring 
about improvements. 

In conclusion, I wish to say that the program for this 
discussion is both complete and timely. The facts that will be 
brought out at this meeting will contribute much toward a 
solution of the perplexing problems "with which the govern- 
ment and the people are confronted at this time. 
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